FROM LABOUR TO NATIONAL GOVERNMENT
301
the idea of either diminishing unemployment pay or contracting its area, or making any economies which conflicted with their view of social and Socialist policy.
But while this controversy was proceeding within the Government, the Chancellor of the Exchequer found the whole financial structure beginning to tumble about his head. On July 30 the May Committee—a committee on public economy under the chairmanship of Sir George May which had been appointed without much thought of its significance on a Liberal motion—presented its report. This expressed the view that at the present rate of expenditure the deficit in the next Budget would be ^125,000,000, apart from the usual provision for debt redemption. This and the analysis of the situation which the report contained came as a thunderclap both at home and abroad. Foreigners, who had regarded British credit as impregnable and unassailable, took alarm, and in the next fortnight there were heavy withdrawals from the Bank of England, which had to seek assistance from the Bank of France and the Federal Reserve Bank of the United States, It was clear that the situation had to be faced without delay, and an Economy Committee of the Cabinet was appointed to deal with it as speedily as possible. But the divisions persisted, the Prime Minister and Mr. Snowden desiring to work with the bankers in restoring the situation, while other members of the Cabinet held the bankers responsible for the trouble and wished to seize the opportunity of bringing them under public control. Seeing no way of composing this quarrel, and judging the situation to be too dangerous for further delay, the Prime Minister tendered his resignation (August 24, 1931), and on the following day was commissioned by the King to form a Coalition National Government.
